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Nepal Rastra Bank (NRB) has published its Monetary Policy 

for FY 2083/84 (2026/27). Continuing last year's practice as 

per the provision in Section 94 of the Nepal Rastra Bank Act, 

2058, NRB has separately published the Monetary Policy 

Review Report for FY 2082/83 and a Macroeconomic Report 

(July 2026) alongside the policy document, setting out in 

detail the basis for the policy and its implementation. Key 

highlights are summarized below: 

1. Microeconomic Outlook  

1.1 Global backdrop: Supply-side disruptions stemming 

from geopolitical tensions continue to weigh on global 

economic growth and inflation. While a few central 

banks have raised interest rates to tighten monetary 

conditions, most have kept their policy stance neutral. 

1.2 Growth target: The Government of Nepal has set an 

economic growth target of 7.0 percent for FY 2083/84. 

Although ambitious relative to recent trends, NRB 

considers the target achievable if the Government's 

economic reform agenda improves the private sector 

investment climate, strengthens the government’s 

capital expenditure capacity, and external conditions 

remain favorable. 

1.3 Inflation: Average inflation over the first ten months of 

the current fiscal year stood at 2.66 percent, while 

annual point-to-point inflation in Baishakh 2083 was 

5.04 percent, driven by rising petroleum and food prices. 

This pressure is expected to persist for a few more 

months before easing in the fourth quarter of FY 

2083/84, with inflation projected to remain within 5.5 

percent for the year. 

1.4 Liquidity and financial stability: Ample liquidity and 

prevailing interest rates are expected to support 

economic expansion. Expansionary fiscal policy 

(increased public spending, income tax cuts, and reform 

measures) is estimated to increase aggregate demand 

and expand overall economic activity, leading to a 

gradual absorption of liquidity. Remittances, tourism 

income, and public expenditure will continue to pose 

liquidity management challenges. Financial stability 

indicators for BFIs remain broadly satisfactory, though 

rising non-performing loans and capital pressure at 

some institutions warrant closer supervision. 

1.5 External sector: Imports are expected to rise with 

economic activity, but strong remittance inflows and 

growing tourism and service exports should keep the 

current account and balance of payments in surplus, 

allowing foreign exchange reserves to increase further. 

2. Policy Direction and Targets 

2.1 Continuity of stance: NRB will maintain its cautious yet 

accommodative policy direction, aiming to sustain a low-

cost economy that boosts private-sector confidence, 

supported by a favorable external sector outlook. 

2.2 FY 2083/84 targets: Inflation around 5.5 percent, 

foreign exchange reserves sufficient to cover at least 

seven months of merchandise and service imports, and 

economic growth of 7.0 percent. 

2.3 Exchange rate peg: The fixed exchange rate of the 

Nepali Rupee against the Indian Rupee remains the 

interim anchor of monetary policy. 

2.4 Interbank rate management: Open market operations 

will continue to keep the weighted average interbank 

rate of BFIs close to the policy rate, using instruments of 

varying maturities to manage both structural and short-

term liquidity. 

3. Monetary Instruments 

3.1 Policy rates unchanged: The policy rate, the standing 

deposit facility rate, and the bank rate within the interest 

rate corridor remain unchanged. 

3.2 Reserve requirements unchanged: Existing 

provisions on the Cash Reserve Ratio (CRR), Statutory 

Liquidity Ratio (SLR), and the Standing Liquidity Facility 

(SLF) remain unchanged. 

3.3 Forex liquidity management: Commercial banks will 

be encouraged to invest in foreign sovereign bonds to 

mitigate the liquidity impact of foreign currency 

purchases, alongside a policy of sterilized intervention 

at the time of such purchases. 
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4. Macroprudential Regulation and Financial 

Stability  

4.1 Continued use of macroprudential tools: 

Recognizing that monetary policy alone cannot 

adequately address systemic risks in specific sectors, 

NRB will continue to apply macroprudential regulatory 

tools where risk indicators emerge. 

4.2 Cost efficiency and service quality: Financial sector 

reform, branch rationalization, and digitalization will be 

pursued to reduce financial costs, and the resulting 

benefits will be passed on to customers through 

improved service quality. 

4.3 BFI classification: Following completion of an ongoing 

study on the classification of BFIs, regulatory measures 

will be introduced in phases to encourage banks, 

financial institutions, and non-bank financial institutions 

to expand their services in targeted areas. 

4.4 Special policy measures: Specific provisions will be 

introduced to remove unlimited personal-guarantee 

liability as loan security; reduce blacklisting due to check 

dishonor that restricts access to banking services; 

manage non-performing loans in distressed industries; 

facilitate loan revival for stressed borrowers; set share 

margin lending limits based on institutional strength; and 

ease loan-to-value ratios for large electric vehicles used 

for public transportation. 

4.5 Simplification of directives: To ease regulation and 

strengthen supervision, NRB will simplify directives 

issued to BFIs by removing linguistic complexity and 

redundancy, starting with those on credit flow, interest 

rates, and financial consumer protection. The unified 

circular on foreign exchange transactions issued to 

licensed institutions will also be simplified. 

4.6 Other initiatives: NRB will study the regulation of peer-

to-peer lending based on personal credit-scoring 

systems, and, in coordination with relevant agencies, 

implement programs relevant to the Bank arising from 

the Government's national commitments, its 100-day 

governance reform action plan, and the budget speech. 

5. Forward Guidance 

5.1 Inflation outlook: Although inflation faces some 

pressure from external factors, this is expected to ease 

in the coming months, keeping overall price levels within 

NRB's projected range for the year. 

5.2 Policy review trigger: If inflationary pressure 

intensifies, if the public and private sectors fail to realize 

the expected benefits of a low-cost economy with 

adequate liquidity, or if overall macroeconomic stability 

comes under threat, NRB will review its monetary policy 

stance and progressively narrow the existing interest 

rate corridor as needed. 

 

 

5.3 Stability of macroprudential tools: Macroprudential 

regulatory tools already adopted will not be amended 

except where essential, to maintain policy predictability 

and allow market expectations to adjust in an orderly 

manner. 

 

PKF Comment: By keeping the policy rate, CRR, SLR, and 

the exchange rate peg unchanged, NRB has prioritized 

continuity and predictability amid external inflationary 

pressures, signaling confidence in the current liquidity 

position and the external sector outlook. BFIs should 

nonetheless prepare for closer supervisory attention to asset 

quality, given the NRB's explicit concern over rising non-

performing loans and capital pressures at some institutions. 

The planned simplification of directives on credit flow, interest 

rates, and consumer protection, along with the easing of 

personal-guarantee and blacklisting provisions, should 

reduce compliance friction for BFIs and their clients once the 

revised directives are issued - entities should watch for these 

follow-on circulars, as the practical impact will depend on 

their detailed terms. Businesses relying on trade finance and 

importers should also monitor the announced simplification 

of the unified foreign exchange circular, which may ease 

documentation and approval requirements over the course 

of the fiscal year. 
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